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CONPIDENTIAL ABU DHABI 1490 

E.O. 11652: GSS 

TAGS: ENRG, EINV, TC, IR, US 

SUBJ: TAX AND ROYALTY PROBLEM POR CRESCENT PETROLEUM 
REFS: (A) STATE 127281 (B) ABU DHABI 1470, (C) STATE 131266 

SUMMARY: RULER OP SHARJAH AS YET UNWILLING COMMIT HIMSELP WHETHER OR 
NOT WILLING ACCEPT ARBITRATION. RULER DISAPPOINTED THAT MOST RECENT 
OPFER SEEK COMPROMISE BETWEEN IRAN AND CRESCENT SHAREHOLDERS HAS BEEN 
REFUSED BY LATTER. DOES NOT APPEAR HE PLANS ANY PRECIPITATE ACTIOON. 
CLEARER IDEA OP SHARJAH'S POSITION SHOULD EMERGE ONCE SHAREHOLDERS 
DELIVERMAY 15 LETTER. 

END SUMMARY. 

1 . I MET PRIVATELY WITH SHAIKH SULTAN, RULER OF SHARJAH, ON MAY 24 TO 

DISCUSS TAX AND ROYALTY PROBLEM OP CRESCENT. I PREFACED MY REMARKS BY 
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STATING THAT AT TIME I HAD ASKED POR APPOINTMENT, I HAD ASSUMED THAT 
MAY 15 LETTER PROM CRESCENT SHAREHOLDERS (REF A) WAS IN HIS HANDS. 
HOWEVER, I HAD LEARNED PROM CRESCENT MANAGING DIRECTOR HAMID JAAFAR 
PREVIOUS EVENING THAT HE HAD NOT YET BEEN ABLE TO DO SO. SHAIKH 
SULTAN SAID HE HAD A MEETING WITH JAAPAR EVENING MAY 24. 

2. I SAID I HAD RECEIVED A TEXT OP THE LETTER AND BRIEPLY SUMMARIZED 
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ITS CONTENTS. HE DID NOT SEEM SURPRISED. I THEN CONVEYED ORALLY THE 
POINTS CONTAINED IN PARA 3 OF REP B AS MODIPIED BY DEPARTMENT'S 
INSTRUCTIONS CONTAINED REP C. 

3. RULER'S IMMEDIATE REACTION WAS TO RECOUNT AN ARAB PROVERD HE HAD 
UTILIZED WHEN BUTTES LAWYER NORTHCUT ELY AND KERMIT ROOSEVELT HAD 
VISITED HIM MARCH 29 TO DELIVER MARCH 22 LETTER FROM CRESCENT SHARE- 
HOLDERS ASKING POR ARBITRATION AND TO COMPLAIN OP SHARJAH'S ACTION. 
THE PROVERB RELATED TO A PIECE OF WOOD: "THE WOOD SAYS TO THE NAIL, 

WHY DONT YOU LOOK AT THE HAMMER ON MY HEAD". HE SAID HE WAS THE NAIL 
AND THE IRANIANS WERE THE HAMMER. CONTINUING, SHAIKH SULTAN SAID THAT 
55/12.5 PERCENT TAX AND ROYALTY WAS OUTMODED IN GULP AND NO LONGER 
EXISTED. I TOOK EXCEPTION TO THIS POINTING OUT THAT MUBARRAZ FIELD 

IN ABU DHABI, WHICH IS SMALL LIKE MUBARRAQ PIELD IN SHARJAH, HAS 
SAME TAX ROYALTY. TOTAL ABU BUKUSH PIELD HAD HAD SAME TAX ROYALTY 
UNTIL RECENTLY RAISED TO 75/20 BECAUSE DETERMINED BE BIGGER FIELD. 

ALSO BELIEVED NEW SATAH RAZBUT PIELD HAD A LOWER C TAX AND ROYALTY. 
WHEN HE MENTIONED BUNUQ PIELD (SHARED BY ABU DHABI WITH QATAR), I 
SAID RECENT INCREASE IN TAX AND ROYALTY HAD MADE FIELD UNECONOMIC 
AND UNDERSTOOD MATTER NOW BEING DISCUSSED BETWEEN ABU DHABI AND 
QATAR. 

4. SHAIKH SULTAN THEN SAID THAT HE HAD TRIED TO BRIDGE THE GAP 
BETWEEN CRESCENT AND IRANIANS. IRAN ORIGINALLY HAD WANTED TAX AND 
ROYALTY RETROACTIVE TO JULY I, 1975. HE HAD MANAGED TO GET THE IRANIANS 
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TO AGREE TO HAVE RETROACTIVITY START JULY I, 1976. WHEN CRESCENT 
SHAREHOLDERS HAD REPUSED THIS, HE HAD OPPERED PERSONALLY TO TRY AND 
MOVE RETROACTIVITY TO JUNE 1977 WHICH HE SAID WAS WHEN NEGOTIATIONS 
HAD BEEN INITIATED POR REVISION IN TAX AND ROYALTY. HE HAD TOLD SHARE- 
HOLDERS HE WOULD BE WILLING TO RAISE MATTER WITH SHAH TO TRY AND 
DEDUCT ANOTHER YEAR. BUT CRESCENT HAD REPUSED, STATING IT WOULD 
ACCEPT 77/14.5 PERCENT TAX AND ROYALY ONLY BEGINNING JANUARY I, 1978. 

HE PELT THAT CRESCENT WAS NOT COOPERATING WITH HIM. WHILE HE WAS 
PREPARED TO TRY AND DEDUCT ONE YEAR PROM RETROACTIVITY (I.E. TO JUNE 
1977), HE WAS NOT PREPARED TO DEDUCT PROM TIME NEGOTIATIONS HAD 
BEGUN LAST SUMMER. 

5. I DID NOT CHOOSE TO GET INTO DETAILS BY POINTING OUT THAT 
CRESCENT HAD TOLD ME NEGOTIATIONS HAD ACTUALLY BEGUN IN AUGUST 1977 
AND THAT SHARJAH HAD FIRST TALKED ABOUT A LOWER TAX AND ROYALTY. 
INSTEAD, I REITERATED THAT I WAS NOT THERE TO ARGUE MERITS OF 
CRESCENT CASE OR OP RULER'S RIGHT SEEK A REVISION OP CONCESSION 
AGREEMENT. PURPOSE OP MY CALL WAS TO EMPHASIZE USG SUPPORT POR 
PRINCIPLE OP ADHERENCE BY BOTH PARTIES TO TERMS OF CONTRACT FREELY 
ENTERED INTO INCLUDING CLAUSE CALLING POR INTERNATIONAL ARBITRATION 
IN CASE OP A DISPUTE THAT CANNOT BE SETTLED BY NEGOTIATIONS. AT THIS 
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POINT, I ASKED SHAIKH SULTAN FOR HIS VIEWS ON DESIRABILITY OF ANY 
DIRECT CRESCENT-NIOC CONTACTS. HE REPLIED THAT SUCH CONTACTS MIGHT BE 
USEFUL BUT THEY SHOULD BE IN SHARIAH WHICH RESPONSIBLE FOR CONCESSION 

HE SAID WOULD DISCUSS MATTER WHEN HE SEES CRESCENT GENERAL MANAGER 
JAAFAR. 

6. AT SHAIKH SULTAN'S OWN CHOOSING, CONVERSATION THEN TURNED TO 
INTERNAL AFFAIRS. HOWEVER, UPON LEAVING,! AGAIN EMPHASIZED OUR HOPE 
THAT THERE WOULD BE NO PRECIPITATE ACTION ON SHARJAH'S PART. RULER'S 
REPLY WAS HE WOULD TALK TO JAAFAR THAT EVENING "AND SEE WHAT WE CAN 
DO. I WILL TRY TO BE A THERMOSTAT." 

7. COMMENT: I DO NOT BELIEVE THAT MY MEETING WITH RULER OF SHARJAH 
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BEFORE CRESCENT SHAREHOLDERS HAD PRESENTED THEIR MAY 15 LETTER 
CAUSED ANY PROBLEM. IT IS MY FEELING THAT CRESCENT WAS JUST AS HAPPY 
TO HAVE LETTER SUBMITTED AFTER MY MEETING WITH SHAIKH SULTAN. DESPITE 
MY REPEATED REFERENCES TO PRINCIPLE OF INTERNATIONAL ARBITRATION, 
SHAIKH SULTAN DID NOT INDICATE WHETHER OR NOT HE ACCEPTED TAKING ISSUE 

TO ARBITRATION. HE STILL SEEMED DESIROUS OF FINDING ANOTHER WAY OUT. 

HE TOLD ME THAT WE WOULD BE MAKING A PRIVATE VISIT TO UNITED STATES 
LATTER PART OF JUNE STAYING AT HOME OF MR. R. MASON, CHAIRMAN OF 
CHARTER OIL CO. IN JACKSONVILLE, FLORIDA. (NOTE: MASON HELPED HOST 
SHAIKH SULTAN'S LAST VISIT TO THE US IN 1976 AND HAS SOME CONSTRUCTION 

ACTIVITY IN SHARJAH). THESE PERSONAL PLANS AND TENOR OF HIS RESPONSE 
DID NOT SEEM INDICATE THAT SHAIKH SULTAN HAS ANY PRECIPITATE ACTION 
AGAINST CRESCENT IN MIND. WE WILL NOT HAVE TO WAIT AND SEE WHAT HE 
TELLS CRESCENT. 

DICKMAN 
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